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Internal Revenue Service Department of the Treasury 5‘7“0 Fr j¢/al

Address any reply 1o ice

Person to é,éntacf:;

Reglonal Southwest Region
Commissioner

He’er !epE to: |

"2 DEC 982

Dear Sir or ladam:

This is a final adverse determination with respn@ct‘: to your exempt
status under section 501(c) (3) of the Intemal Revenue Code.

It is determined that you are not entitled to'exempt status under
Section S01(c) () because you are not operated exclusively for one or
more exempor purposes. You serve private rather than public purposes and
your net earnings inure in whole or in part to the benefit of private
shareholders or individuals. :

Contributions made to your organization are not deductiSIe under
section 170 of the I .ternal Revenue Code.

You are required to file Federal income tax rethmns with your Key
District Cirector for exempt organization matters for taxable years for
which the filing date of the appropriate return hag passed. These
returns should be filed within 30 days of the date of this letter,
unless a recuest for extension of time is granted., Please send them to
the attention of the EP/FO Division, attach a copy of this letter, and
address any requests for time extensions to the EP/EO Division.
Processing of an incame tax return and assessing any taxes due will not
be delayed because a petition for a declaratory judgment has been filed
under section 7428 of the Internal Revenue Code. -

We will notify the appropriate state officials,’ as required by
section 6104(c) of the Code, that based on the information we have
available, we are unable to recognize you as an organization described
in section 501(c) (3) of the Internal Revenue Code ifor the period
mentioned. g
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If you decide to contest this determination in-court, a petition for
a declaratory judgment proceeding in the United States Tax Court, the
United States Court of Claims, or the United States District Court for
the District of Colunbia must be filed within 90 days fram the date this
determination was mailed to you. Contact the Clerk of the appropriate
court for rules for filing petitions for declaratory judgment. For mare

information, please see the declaratory judgtmt secticn of the enclosed
Publication 892.

1f you have any questions, please cmtactttnp'etsmwhosenmmand
telephone nurber are shown in the heading of this letter.

Thank you for your cooperation.
Sincerely,

Associabg Chief, Appeals

Enclosure: 'J,"
Publication 892 }':
(o} _ ‘,ﬂ Y \
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satisn under section 501(s) (3) of tha Intersal Revemue Code
considaved., '

Your Articles of Incorperatiens submitted with your spplication fndtcs
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Corporation Act te conduct and eaxTy ean projucts and werk for religisws,
charitable scieatific, literary or educatisnsl purposes.
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Mditional information shows that sTh aod enltural activicies exe
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Prowotional litersture for cthe IINENNN exkibit states that the eaxkibit

tl prutntd by I, affilisted with’ the
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"(d)(l)li:l) An o:uhiutlon 18 not o ,Antud ot operatad ey T
o . exclusivaly for one or-more of ‘the: Pukpos 13 hp-cum ia'. ';" : o
< subdivision (1) of this subpsragéaph it derves a puhlie :
’ - r: this .\.uiv’&i!:“f“ o my't m"" £ o
L o € 1sinscussary for. tion to R X
oo T ' 11ish that it 1s ot tithinizad ;& ’1’ : tod’!or tlie benefit o ,‘
o Lo ’ of P !to interest such as dglm vidiale; ‘the crcuo: SR
o Lo or his;Zemily,. shareholdern of -the otuni’huon or pexsoms ¢ T . N
i oo . contrallad, di{netly or h&!naeiy,,by iﬁ&i private lnu:n‘ '
| .; - { T i‘" . .,,.': M
Revems Rultng 71-395, 1971-2 C.B, 228,. geu mt?dam erative e | T
o gallery tm.d ad operated by ‘e’ group, of dfttics mm ‘purfore -
]l sxhibiting un.:lu thd; mhg-dui ‘ot qnautr to: mm,ﬂu e e
y b T8 301(c3 (3« LER ST s
| Revenue Ruling 76-152, 1976; c.n. 131. lhdd iline ‘n' m!m ht‘ld . M : '
% by &rt patrons to promote community m’lcnundm ‘of modéxn art, thndp o Y,
. by salecting for exhibit, exhibiting, &nd salling art works of loeal: ~ = - i, °
oty s¥tiats;: retaining & commlawid)ion ) Jees than gustomiry copmercial DU
g,,,,.. 3 charges ’nd not. sufficiamt to covar "tlu -oost of opdmtm the tauh'y. ) '
e does not ndﬁr Lok unption Mu: 501(0)! ,.vlit o N
Yo In the case of Batter m 1". xad Btires (326 U.5..279000485,
" : Ct. D. 1650) 1t was hald that' tha presence,of & single noncha¥itable or
AN . ooneducational purpose, if -ub-untm? fltufc'. 4 ,' rucl\l#o exemptien .
L undar section 501(c)(3) regardlesds of the nunber di' ﬁlpognun ‘of :ul.y "

charitable or oducatioul purpOans.

- Ve have dctominad that you are 208 opcutd cﬁludlvdy !or one-6r wore
. " exempt purposes in.section 301(c)(3) of the Gods Sagaiise you are not .
e operated to sarva publia interests but zather lmd;"tbo priﬂtc iq;urnn =3t
i of yéur creator. v '
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_ Your Articles of Incorpouzion and By-Laws praudo for tho Pup‘ml v e -
eontrol of your organization by your. creator and hith descendants. :

b, All of your activitias are conductod as s joint venture wica S T
EEE. which is for-profit Subchapter 8 Corporation mad by _ -
) : ‘. ‘ ‘ . b}

You also conduct snlen of art works you display, % ar to Revenus
Ruling 76-152, with all the procesds going to | . « ' Such.
sales lnurc to the benefit of your ereator, . 3’» :

Benefits also inurc te your creator in the form of ulwrth!.na utncn
your literature also promotes —- 1
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Further the privnn intexests of are ntnd to t)u &
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. axtent that the spditures for lmrity, umzunnt and an:hud ,ho
bnmut *

Based on the aban n hln determined that you do- no: qtunfy fnr mtm

g::n Fedaral inecome tax under the pmuion- of section 501(e) (3)" of thc
8. ,

Ve also acnsidered your fmut for status as a m‘i'ivito op&atm’c‘tmthné

undnr seation 4942(3)(3) of the Code.

S

Socuon 4942(_1) (3) of the code dnuun the term "opclting !om:!atm"
as sny organigation ~

"(A) which makes Mﬁym dhmmtgu (vith:ln the mM
of paragraph (1) or (2) éf swbsectirm (g)) directly fot the sstive «
conduct of the sctivities comgituting tha mnmb of funetionfor which
it 1s organized and opsrated equal to nht-nthuy all of ica adjusced
net income as defined in subsectivn (f);.and’ i

(B).(1) substaptially mors than Kalf of the assits of which
sre devoted directly to sich activities or to !mthu.uy ralated .
businesses (as definad in paragraph {5)), ox to both, or sre stock of &
corporation which is controlled by.the !ounhtion and subs*an:hlly d.l
of the assets of which are so duvoted,

(11) which normally makes qualify 1nx dhttmum (withtn
the meaning of paragraph (1) -or (2) of subseitfon (g)) directly for the
activa confuct of the activities constituting thc*purpon or function
for vhich it is organized and opetated in an bt vor less than two~
thirds of its umm- uvutnut geturn (u det 4in oubneeinn (e)),
or

(un -n..mmuy all oz the .upporr. (othcr than gross .
investaent intowe as definad 44t section 509(e)) of which 14 normally & .
ricejved fyom the general pgdldn and from 5 or more exempt organisatioms -
which are not descridbed in seqtion 6946(-) ) (n) th respect to esch
other or the recipient foundation; not mora than.?$ percsnt of the :
support (other than gross investment incoms) of nornally. received
from any one such exexpt orgsnisation; and ngt wordé than half of the
support cf which is normally redeived !to- non ihvestnents income."

Section 4942(g) (1) of the Cod. difin.l "q\ul..fying distxidution” in plrt
as - )
"(A) any amount (mmm sduinistrative expenses) paid to
accomplish one or more purposas deasgribed 1n section 170(c)(2) (B), othar
than any contribution to (1) an oxganization ¢dntrolled (di!.etly or
indirectly) by the foundatiom or ome or more disquali’ied persape (is .
defined in section 4946) with respect to the. foundatfon, except as. :» 1

provided in paragraph (3), or (11) a private fouidation whigh {s'uov.af ! "«

operating foundation (as definod i’ lublcctm (ﬂ-(f’). mcpt ll provided 1
{n parayraph (3), or %,
(B) any amount paid to scquire an ll“s wedd ¢ (or i\d.d ‘for.

use) directly in carryi.ng out one or MORE mnl u-euua in lm*'" -
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Seation a9ds- defines a "dhqulﬂﬂ jn:m" n,(l u adbounthl cmtrmm"'

to the foundation; (2) & Lowndation m; (} n owmsr of more than
20 pexaent of the total comdined : m & goxporation, the .-
profits interst of & mmnm ar m d\\dhul {aceredt of a’triist

or weincorporatad enterprise with ssbetsatial: cont yibutor. to the foundagion;

(4) a mamder of tha family of any indfvidusl das in (1), (2) or - °

(3); (3) a corporation of which parsons descrided in (1), (1). €3) o’

(4) owvn more than 33 paréent of Che total mu ‘voring. m, ate, -
A substantial contributor, as defined in section 507(4) (2) um sny L
person, iuciuding an irdividual, a trust, unu. pcrtumhzr. assogiation,
company or corporation, who sontriduted or bequeathed an ‘Eggregate

smount of wore than $3,000.00 to ths private foubdation, if.gnch amcunt

is mors than 2 percent of ths total conu'ﬂmgionn and bmnu redidved

by the founcation befuore the closes of the tatible year of the foundation

in which the muﬂburtcn or, bquut is reasived by the foundation from
such permson,

Since you make payments and contridutions to — an
organisation controlled by a disqualified persom, you do mot meat the
requirenents for an operating foundatiom,

Accordingly, we have concluded that you do not qu.IJ.L!y for exeaaption
from Federal income tex undar the provisions of uc:ion 501(e)(3) of che
cods.

It follows, thu'doro, that mtrihtiou to you pro not deductible by
donors under sestion 170 of the Coda. )

Also, bequests, legacies, devises, tranasfers or u!t- to you or for your
use are not dductiblo under sections 2053, 2}06 tud 2522 of the Coda.

If you agree vi:h thesa contlursions or do nog ‘wish to £ile a written .
protest, please sign and yetuin Yera 6018 in ‘the enclosed salf-eddressed
enveiope as socu as possible, You shotld also file the englosed Pederal
incoms tax return(s) within 30 daye with: the Chiaf, Eaployse Plan/Exsspt’ .

: Onaninuon Division 1100 m. Ballas, 'Im- 75242,

1f you de not agres with thess oonnlnllonl, you m. within 30 days fn:-
the date of this letter, fila in duplicste a brief of the facts, law,
and argument “hat clearly sets forth your position. If you desire an

oral discussion of the issue, please indicate this in your protest. The .

enclosed Publication B92 gives instructions for fﬂ.i.n: & protest. . -

datermination iu the matter.

1If we do not hesr from you within 30 daye, this IQttlr will be our R ’
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